ISU B-5
MEMORANDUM

To: Board of Regents
From: Board Office

Subject: Resolutions for the Sale of $21,665,000 Dormitory Revenue Bonds,
Series 1.5.U. 2001A

Date: January 8, 2001
Recommended Actions:
Adopt the following resolutions subject to the receipt of acceptable bids:

1. A Resolution \providing for the sale and award of $21,665,000 Dormitory
Revenue Bonds, Series 1.8.U. 2001A, and approving and authorizing the
agreement of such sale and award. -

2. A Resolution authorizing and providing for the issuance and securing the
payment of $21,665,000 Dormitory Revenue Bonds, Series 1.S.U. 2001A, for
the purpose of constructing and equipping a residence hall and related
facilities and making other necessary improvements to existing residence
halls and related facilities, all located on the campus of lowa State University
of Science and Technology, including funding the debt service reserve fund
and paying costs of issuing the Bonds. :

(ROLL CALL VOTE)

Executive Summary:

The Board is asked to adopt two resolutions related to the sale and award and
issuance of $21,665,000 Dormitory Revenue Bonds, Series 1.S.U. 2001A. At its
December 2000 meeting, the Board authorized the Executive Director to fix the
date(s) for the sale of the bonds, which would be sold to construct and equip a
residence hall (Suite Building 1, Union Drive Neighborhood) and related facilities
(including infrastructure) at lowa State University and make other necessary
improvements to the residence system. The bonds were included in the
proposed Bond Issuance Schedule for Calendar Year 2001 approved by the
Banking Committee and Board in November 2000. ‘

The bonds would be outstanding for a period of 28 years, with debt service of
approximately $1,581,000 annually to be paid from net rents, profits and income
from the operation of the Residence System. The bonds would pay interest only
until the project was completed. Principal payments would begin on July 1, 2004
and continue through July 1, 2028, a period of 25 years. An additional bond



ISU B-5
Page 2

issue scheduled for May 2001 would be needed to finance construction of the
Community Center. The University's Residence System is a self-supporting
operation and receives no state appropriations.

Back_q‘ round:

In February 1999, the University received Board permission to proceed with
project planning for the Union Drive Neighborhood project on the west campus.
The project, which will focus on the needs of new undergraduate students who
are making a transition to the University, is a component of the Residence
System Master Plan, an update of which was presented. to the Board in
July 2000. ' :

At its July 2000 meeting, the Board received the program and schematic design
concept reports for the Union Drive Neighborhood projects. The Board also
authorized proceeding with further design of the Union Drive utilities
infrastructure, Union Drive Suite Building 1, and Union Drive Community Center
with the design development drawings for the facilities to be presented for Board
approval. v .

The University provided further reports to the Board in September and
October 2000. These updates included information on 1) the consolidation of
University food service operations, 2) increases in room rates used to develop
the proforma financial statements for the Union Drive Neighborhood projects, and
- 3) the meetings in Ames with the bond rating agencies (Standard and Poor’s,
and Moody’s Investors Service) regarding the proposed projects and the required
bonded indebtedness. :

The Board approved, at its December 2000 meeting, project descriptions and
budgets for Phase 1 of the Union Drive Neighborhood project, which includes
Suite Building 1 and associated infrastructure, and the Community Center. The
bonds would be sold to finance the suite building and infrastructure.

Under the provisions of lowa Code § 262.55 to 262.66, the Board is authorized to
construct, equip, improve, repair, remodel, operate and maintain residence halls
and dormitories, including dining and other incidental facilities, at the universities.
The Board is further authorized to borrow money to finance the construction or
improvements. The sources of repayment are the net rents, profits and income
from the operation of residence halls, dormitories, dining and incidental facilities.

Analysis:

The size of the proposed bond issue is $21,665,000 including project costs, debt
service reserve (estimated at $1,581,000) and issuance costs (estimated at
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$84,000). Annual debt service payments are estimated at approximately
$1,581,000 based on current interest rates.

Bonds ranking on a parity with outstanding bonds may be issued if one of two
financial tests is met. One of the tests permits the inclusion of future revenues to
be generated by the facilities to be constructed. Under the provisions of this test,
a certificate which shows that the Residence System can make the debt service
payments while maintaining all requirements of the Dormitory Revenue Bond
covenants needs to be filed with the Board. The Certificate of the Financial
Officer of the University, Warren R. Madden, is attached to this memorandum. |t
is accompanied by a report of the State Auditor, who completed the last audit of -
the Residence System, commenting upon the assumptions used in projecting the
revenues of the system.

The outstanding principal of the Residence System existing bonds, including the
principal from the 1964-67 issues and the Maple Hall Renovation and Hawthorn
Court balances, is $81.8 million. ‘

The receipt and opening of bids is scheduled for 9:00 a.m. and the award is
scheduled for 10:00 a.m. on January 17, 2001. A representative of Springsted,
Inc. will report on the bids received and make a recommendation to the Board for
award of the bonds. : :

Bond Specifics:

Average Maturity:  17.99 years

Bonds Dated: February 1, 2001
Interest Due: July 1, 2001 and each January 1 and
July 1 to maturity
Principal Due: July 1, 2004 - 2028 ‘
Optional Call: Bonds maturing on or after July 1, 2012

are callable commencing July 1, 2011 and
' any date thereafter at par
Denomination: $5,000 and integral multiples thereof

Copies of the resolutions, which were prepared by Ahlers law firm and reviewed
by Springsted, Inc., are included in the Regent Exhibit Book.

/Lw /E‘Vi« Approved: m

JoZn Racki | Frank J. Stdrk

h/bf/01jandoc/janisub5.doc
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' IOWA ST ATE UNIVERSITY | | | Office of the Vice President

for Business and Fi
OF SCIENCE AND TECHNOLOGY or Business and finance
125 Beardshear Hall

Ames, lowa 50011-2038
" 515 204-6162
FAX 515 204-1621

CERTIFICATE OF FINANCIAL OFFICER

TO THE BOARD OF REGENTS, STATE OF IOWA:

As the Financial Officer of the lowa State University of Science and Technology, | have
prepared the following certification of the estimated net revenues of the Residence
System (as defined in the resolution adopted by the Board of Regents, State of lowa
(the “Board”) on June 18, 1964 to authorize the issuance of its $15,000,000 Dormitory
Revenue Bonds, Series 1.S.U. 1964A, and in subsequent resolutions authorizing the
issuance of various series of outstanding dormitory revenue bonds ranking on a parity
therewith). o ' -

~ In order to comply with the requirements and limitations provided in said
resolution and in subsequent parity bond resolutions applicable to the issuance of
additional dormitory revenue bonds ranking on a parity, | make this certification *

- specifically with respect to the proposed issuance of $21,665,000 Dormitory Revenue
Bonds, Series 1.S.U. 2001A. -

| certify that it is my opinion based upon necessary investigations that the net
revenues of the Residence System available for debt service will not be less than.150%
of the maximum amount that will become due for both principal and interest on the
dormitory revenue bonds now outstanding and the bonds proposed to be issued
(assuming the maturities as stated in the preliminary Official Terms of Offering dated
January 4, 2001 and an annual interest rate of 6% or less), in any fiscal year prior to the
longest maturity of any of the presently outstanding bonds which are payable through
July 1, 2027. In compliance with the terms of the outstanding dormitory revenue bonds,
"net revenues of the System available for debt service" as used herein consists of the
estimated average annual net revenues for the entire System (based upon not greater
than 93% occupancy of residence hall, dormitory and dining facilities capacity as ‘
determined by the regulations for occupancy and use now in effect), including those
facilities now in operation, those now under construction and those being financed
through the issuance of the proposed additional bonds, respectively, for the first two
fiscal years after completion of the facilities to be paid for from the proceeds of each
series of the proposed additional bonds.

| have further investigated, and it is my opinion, that the net rents, profits and income of
‘the Residence System for the last completed fiscal year ending June 30, 2000,
including earnings from investments, exceeded 135% of the amount of principal and
interest due in that fiscal year. | further certify that payments required by the
outstanding bond resolutions to be made into the Dormitory Revenue Bond Sinking
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Fund or the Bond Reserve Fund are not in arrears and that no additional amount of
capitalized interest is required to be included in the bond issuance to maintain such
coverage at the rate of 135% for the construction period. | further certify that the
facilities to be constructed from the proceeds of the Series 1.5.U. 2001A Bonds will be
completed and first available to the University for a full fiscal year beginning July 1,
2003.

‘Before presenting this certificate to the Board, | have submitted the same to the Auditor
of State, being the independent public accountant who made the last audit of the
Residence System, for comments as to the basis upon which estimates are made
herein as to revenues to be derived from facilities not now in operations and submit the
comments of said Auditor of State with this certificate. Attached hereto are tables
setting forth my opinion as stated above with respect to net revenues of the Residence
‘System available for debt service in the first two fiscal years after completion of the
facilities to be paid for from the proceeds of the additional bonds proposed to be issued.

/%4?%/4

Warren R. Madden .
Vice President for Business and Finance

260541
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OFFICE OF AUDITOR OF STATE Richard D. Johnson, c29¢ 8
STATE OF IOWA Auditor of State
State Capitol Building

Des Moines, Iowa 50319-0004

Telephone (515) 281-5834 - Facsimile (515) 242-6134

Independent Accountant’s Report
on Applying Agreed-Upon Procedures

To the Members of the Board of Regents,
State of Iowa:

At your request, we have performed certain agreed-upon procedures, as described
below, with respect to the assumptions, estimates, and projections underlying Iowa State
University of Science and Technology’s (I.S.U.) Financial Officer’s certification of the estimated
Net Revenues of the Residence System (as defined in the resolution adopted by the Jowa State
Board of Regents on June 18, 1964, to authorize the issuance of its $15,000,000 Dormitory
Revenue Bonds, Series 1.S.U. 19644, in the resolution adopted by said Board on February 11,
1965, to authorize the issuance of its $1,600,000 Dormitory Revenue Bonds, 1.S.U. Series
19654, in the resolution adopted by said Board on April 14, 1966, to authorize the issuance of
its $2,200,000 Dormitory Revenue Bonds, 1.S.U. Series 19664, in the resolution adopted by
said Board on June 29, 1967, to authorize the issuance of its $8,190,000 Dormitory Revenue
Bonds, 1.S.U. Series 19674, in the resolution adopted by said Board on September 14, 1967, to
authorize the issuance of its $3,000,000 Dormitory Revenue Bonds, Series 1.S.U. 1967G, in the
resolution adopted by said Board on April 14, 1998 to authorize the issuance of its
$15,750,000 Dormitory Revenue Bonds, Series 1.S.U. 1998, in the resolution adopted by said
Board on September 23, 1998 to authorize issuance of its $14,000,000 Dormitory Revenue
Bonds, Series ISU 19984, in the resolution adopted by said Board on May 19, 1999 to
authorize the issuance of its $16,900,000 Dormitory Revenue Bonds, Series 1.S.U. 19994, in
the resolution adopted by said Board on November 18, 1999 to authorize the issuance of its
$17,400,000 Dormitory Revenue Bonds, Series 1.S.U. 1999B, and in the resolution adopted by
said Board on January 19, 2000 to authorize the issuance of its $9,525,000 Dormitory Revenue
Bonds, Series [.S.U 2000A.

These procedures, which were agreed to by the Board of Regents, State of Iowa were
performed solely to assist you in evaluating the assumptions, estimates and projections in
connection with the proposed issuance of its $21,665,000 Dormitory Revenue Bonds, Series
1.S.U. 2001A. This agreed-upon procedures engagement was performed in accordance with
standards established by the American Institute of Certified Public Accountants. The
sufficiency of these procedures is solely the responsibility of the specified users of the report.
Consequently, we make no representation regarding the sufficiency of the procedures described

~ below either for the purpose for which this report has been requested or. for any other purpose.

At your request, we have -

a) Obtained a list of the significant assumptions providing the basis for the
estimated net revenues of the residence system and considered whether
there were obvious omissions in light of the key factors upon which the
projections appear to depend and found them to be materially complete.

b) Considered whether there appear to be any obvious internal inconsistencies
in the assumptions and found the assumptions to be consistent.
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c) Tested the mathematical accuracy of the computations that translate the
assumptions into the estimated net revenues of the residence system and
found them to be materially accurate.

We were not engaged to, and did not perform an audit, the objectives of which would be
the expression of an opinion on the accompanying certification of the estimated net revenues of
the residence system. Accordingly, we do not express an opinion on whether the estimated net
revenues of the residence system exceed 150% of the maximum amount of principal and
interest in any fiscal year prior to the longest maturity of the bonds or bonds outstanding
(interpreted as the final due date of the series maturing in 2028) or on whether the underlying
assumptions provide a reasonable basis for the certification of the estimated net revenues of
the residence system. Had we performed additional procedures, other matters might have
come to our attention that would have been reported to you. Furthermore, there will usually be
differences between the projections and actual results, because events and circumstances
frequently do not occur as expected, and those differences may be material. We have no
responsibility to update this report for events and circumstances occurring after the date of
this report. .

_ This report, a public record by law, is intended solely for the information and use of the
officials and employees of the Board of Regents, State of lowa and the Iowa State University of
" Science and Technology. This report is not intended to be and should not be used by those
who have not agreed to the procedures and taken responsibility for the sufficiency of the
procedures for their purposes. ' .

v ’ Richard D. Jo son, CPA
January 4, 2001 * Auditor of State



